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GASB Releases Reporting Model ED
By: David Bean, Director of Research,
GASB, and Laurence E. Johnson, Assistant
Professor, Colorado State University
The Governmental Accounting Standards
Board recently released an Exposure Draft
(ED) of a proposed statement, Basic Financial
Statements—and Management’s Discussion
and Analysis—for State and Local
Governments. The ED retains the basic
approach of the GASB’s June 1995
Preliminary Views document (PV) on the
reporting model—that is, a requirement for
dual-perspective financial reporting from both
an entity-wide and a fund viewpoint.
However, the ED proposes several changes to
that model as a result of comments received
on the PV.
The ED proposes that the minimum
requirements for general purpose internal
financial reporting include:
•management's discussion and analysis
(MD&A), designated as required supple
mentary information (RSI),
• basic financial statements, including notes to
the financial statements,
• RSI other than MD&A.
Basic Financial Statements
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The ED would require two
"entity-wide" financial state
ments—a statement of net
assets and a statement of activi
ties. These statements segregate
information for the reporting
entity’s (a) governmental-type activities, (b)
business-type activities, and (c) discretely
presented component units. The flow of eco
nomic resources measurement focus and the
accrual basis of accounting will be used in the
preparation of those statements and most
internal activities are eliminated. Resources
not available to finance a government’s pro

grams (fiduciary funds as redefined in the
ED), are not included in the entity-wide state
ments.
The statement of net assets reports all
capital assets, including major infrastructure
assets, net of accumulated depreciation. Assets
and liabilities would be presented in liquidity
order and net assets would be classified in
three categories: invested in capital assets, net
of related debt; restricted (externally imposed
or imposed by law); and unrestricted.
The statement of activities presents (a)
total expenses by program for the primary
government, reduced by (b) program charges
for services and (c) program grants and con
tributions, to arrive at subtotals for net rev
enues (expenses) for governmental activities
and business-type activities. General revenues
and "special" and extraordinary items are pre
sented below the net revenues (expenses)
accounting to arrive at total excess or defi
ciency. Special items are transactions or
events within management’s control that are
both abnormally large in size and either
unusual in nature or infrequent in occurrence.
Net transfers between governmental, busi
ness-type activities, and discretely presented
component units and additions to permanent
trusts, are presented as changes in net assets.
The fund-perspective financial
statements present essentially the
same data as is currently
reported, with some modifica
tions.
Required statements include:
Governmental Funds: Balance sheet;
Statement of revenues, expenditures, and
changes in fund balances; and Budgetary
comparison statement.
Proprietary Funds: Balance sheet; Statement
of revenues, expenses, and changes in fund
equity; Statement of cash flows.
continued on page G2
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continued from page G1—GASB
Higher Education Funds: To be determined as part of public col
lege and university model project. An ED on this project is sched
uled to be released in April.
Fiduciary Funds: Statement of net assets, Statement of changes in
net assets.
The fiduciary fund category would be redefined to exclude
those funds that account for resources not available to finance pri
mary government programs. The ED would also establish new cri
teria for using the enterprise fund classification.
The “major” fund reporting requirements originally proposed
in the PV have been modified. Primarily, because of concerns about
inadvertently increasing audit costs, major fund reporting (10 per
cent of the relevant category and 5 percent of the total) will only be
required in the basic financial statements when a complete financial
section (including combining statements for all funds) is not pre
sented. When the basic financial statements are issued separately
from a complete financial section, the ED proposes that major funds
would be either displayed in the fund perspective or disclosed (con
densed financial statements) in the notes to the basic financial state
ments.
The ED proposes two additional changes not previously noted:
the operating statement follows a specified format (which presents a
subtotal for the excess/deficiency of revenues over/under expendi
tures), and the budgetary comparison statement would present both
the original budget and the final amended budget. The ED proposes
to define the original budget as the first complete appropriated bud
get with any modifications that occur before the fiscal year begins.
The ED proposal would result in a restructuring of the propri
etary fund operating statement so that transfers are reported below
the net income line item, rather than being a component of net
income. Further, all resource inflows except additions to trust prin
cipal in the permanent funds would be accounted for as revenues.
Contributed capital and retained earnings accounts would be
replaced with the same equity classifications appearing in the
entity-wide statements.
The indirect method of reporting cash flows from operations
under the ED would be eliminated as an alternative approach that
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could be used in preparing the statement of cash flows. A reconcilia
tion of operating cash flows to operating income proposed to be
eliminated in the PV, however, would be retained.
Finally, statements required for the fiduciary funds mirror those
required by GASB Statement No. 25, Financial Reporting for
Defined Benefit Pension Plans and Note Disclosures for Defined
Contribution Plans.
The ED does not address required notes to the financial state
ments in detail. The GASB has a separate project on its agenda to
review whether existing disclosure requirements should be changed.
The ED clearly notes, however, that a single set of notes would be
prepared for the basic financial statements.
Management's Discussion and Analysis (MD&A)

The ED would introduce MD&A to general purpose external report
ing. Although MD&A would be classified as RSI, it would precede
the basic financial statements in order that it serve as an introduc
tion for them. By designating MD&A as RSI, auditors will be
required to perform certain limited procedures.
MD&A would include a discussion of current-year results in
relation to those of the prior year, but emphasize the current year.
When potentially duplicative information is required to be presented
in MD&A, it should be deleted from the letter of transmittal. The
ED includes certain minimum requirements for the MD&A and pro
vides that MD&A should avoid "boilerplate" text.
Transition and Due Process

The proposed effective date for the new reporting model is for fiscal
years beginning after June 15, 2000. Earlier application is encour
aged. The proposed Statement includes a three-year transition
period following the initial effective date during which the infra
structure capitalization requirement phases in.
Six public hearings have been scheduled in Baltimore, Boston
(2), Cleveland, Ft. Lauderdale, and San Francisco in June, July, and
Aug. The comment deadline for written responses is May 30, 1997.
See page 3 of The CPA. Letter for instructions on how to obtain a
copy of the ED.
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Why the Work of the Assurance Services Committee
Is Important to Government Auditors
By: Brian Crowley, Assistant Comptroller General for Policy,
U.S. GAO; Member, Special Committee on Assurance Services

The Special Committee on Assurance Services focused on the pub
lic CPA profession and on the audit and attest services it provides to
industry and government. Although not focused on the work of
CPA’s in governmental auditing, the committee’s research results
and underlying conclusions have a great deal of relevance to those
CPA's as well. See page 1 of The CPA Letter for more general infor
mation on the work of the committee and detailed instructions on
how to access the results of their work.
The committee studied the megatrends which would effect the
profession in the future and ranked those trends according to the
anticipated impacts—trends such as information technology advance
ments, evolving corporate structures, and increased drive for account
ability topped the list. The committee also studied technology trends
in depth, and interviewed a diverse group of potential customers for
CPA’s products, including potential government customers.
Some of the major conclusions of the Special Committee par
ticularly relevant to government were that:
• There are opportunities for expanded assurance services.
• CPA’s need to be more consumer oriented to exploit those oppor
tunities.
• Technology will be a major determinant not only of
how the CPA will do his/her work but also of what
work the CPA will be able to do.
The committee also concluded that the AICPA
needed to have an institutional process to facilitate
change in the profession and demonstrated how a permanent com
mittee might function. As reported on page 1 of The CPA Letter,
that permanent AICPA committee is now in place.
We in government are subject to similar megatrends although

we might rank their impact differently. Technology is a major issue
for us. It already affects the work we do because computers store
and manipulate most government information. Accountability is
perhaps an even bigger issue for us than for the CPA firms.
Corporate structure is also important, what with the downsizing of
the government sector and increased call for outsourcing of func
tions. We face an environment of shrinking resources in which new
structures are being created to do more with less.
As professionals, we too need to be attuned to our customers
and we need to satisfy their legitimate needs. We need to be contin
ually proactive in determining those needs and as the needs change,
we need to change. We might think about whether we need to have
our own institutional process which identifies new service opportu
nities, oversees development of new services, and facilitates their
introduction into common practice.
The AICPA does not have specific audit standards for many of
the new assurance services that are being developed. Standards devel
opment is to follow along as necessary after the new opportunities are
developed and put into practice. Many of the services now performed
by government auditors, such as performance type audits, are covered
by the Yellow Book. As new standards are developed by the AICPA,
government auditors need to be alert to the effect such standards
might have on their practices.
Overall, government auditors have for years provided
services beyond those provided by the public CPA
profession. With the profession becoming more
attuned to such services as performance audits, gov
ernment auditors can expect some healthy competition
and increased interest in Yellow Book standard setting.
Government auditors are urged to refer to the detailed research
of the committee. That research can be found on the AICPA’s Web
site (www.aicpa.org).

professional
issues

IFAC Issues Two New Studies

The purpose of the Public Sector Committee (PSC) of the
International Federation of Accountants (IFAC) is to develop pro
grams aimed at improving public sector financial management and
accountability. To that end, the PSC issues Guidelines, Statements
on Practice, and Studies. Studies are undertaken by the Committee
to provide information that contributes to public sector financial
reporting, accounting or auditing knowledge and to stimulate dis
cussion.
Recently, the PSC released two new studies—Study 9 entitled,
Definition and Recognition of Revenues, and Study 10 entitled,
Definition and Recognition of Expenses/Expenditures. Study 9 pro
vides a public sector perspective on the definition and recognition
of revenues and identifies current views held internationally on the
topic. Study 10 examines the characteristics of expenses or expendi
tures which may be significantly more material in the public sector
than in the private sector, and then considers the recognition of
those items under the different bases of accounting. Copies of these
Studies can be obtained by calling IFAC at 212/302-5952.

Due Date Approaching for Nominations of Outstanding
CPA in Government Award

Just a reminder that applications are due for the AICPA 1997
Outstanding CPA in Government Award by April 1, 1997. This
award recognizes the achievements of individual CPAs
employed in government and promotes the CPA designation as
the premier professional credential for accounting, auditing and
finance professionals in government. In choosing the award’s
winner, judges will consider the nominee’s contributions to the
increased efficiency and effectiveness of his or her government
organization as well as the nominee’s contributions to the growth
and enhancement of the profession. Nomination instructions and
an application can be obtained through the AICPA Fax Hotline.
201/938-3787,
mfoelster@aicpa.org
document no. 310
Mary Foelster,
202/434-9259
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Highlights of Members in Government Committee Meeting
Government Award.
The Members in Government Committee represents and serves the
AICPA’s government members. They meet periodically each year to • Continued developing plans for increasing government representa
tion on various AICPA committees.
discuss ongoing projects and matters of importance to government
CPAs. Highlights from the Committee’s Jan. 24, 1997, meeting • Decided to develop a communication tool that highlights the bene
fits of AICPA membership for government CPAs.
follow:
• Continued working on a strategic plan for members in govern • Discussed the status of the conference agenda and speaker con
tacts made for the AICPA 14th Annual National Governmental
ment, including a vision for the future of government CPAs, a mis
Accounting and Auditing Update Conference.
sion statement, and specific strategic initiatives.
• Selected the judges for the 1997 AICPA Outstanding CPA in

Members in Government Committee Surveys State Societies
In an effort to complement the AICPA Members in Government
Committee’s (MIG) objective of promoting and encouraging
increased participation and involvement by government CPAs in the
affairs of the AICPA, the Committee believes that it is very impor
tant to develop and maintain liaison with its counterparts at the state
level. To better understand government CPAs involvement at the
state level, MIG recently surveyed the state societies on a variety of
issues. Thirty-nine societies responded to the questionnaire, provid
ing MIG with valuable information for its strategic planning.
Highlights of the survey results included the following:
• Only one state (Maryland) had a separate and distinct MIG com
mittee, although another state (Virginia) was creating one in 199697. Two other states expressed an interest in establishing a com
mittee in the future.
• The majority of other state societies include their members in gov
ernment within other committee structures, frequently a 'members
in industry’ committee.
• The mission and objectives of state committees included several
common themes, such as promoting the value of the CPA designa

tion; increasing resources and services available to members;
responding to unique needs of government members; and, hosting
annual conferences.
• The state societies believed that the most important issues facing
members in government included keeping up with technology;
competing professional organizations vying for their membership;
governmental employers recognizing the value of the CPA desig
nation; and, keeping current on government regulations and pro
fessional standards.
• The majority of state societies felt that it would be beneficial to
regularly receive highlights of MIG meetings, and some respon
dents even suggested periodic telephone contact and special mail
ings on important issues.
A copy of the complete survey results may be obtained from
the AICPA’s fax hotline.
201/938-3787, document no. 1567

mfoelster@aicpa.org

FASAB Principals Announce Board Changes
The Federal Accounting Standards Advisory Board
(FASAB) principals recently announced several changes to
the Board. The new members include a new chair, David
Mosso, formerly with the FASB and the U.S. Dept. of the
Treasury; Dr. Linda Blessing, the Director of the Ariz. Dept.
of Economic Security; and Mr. Donald Chapin, formerly
with the General Accounting Office. These new members replace
the prior chair, Elmer Staats, and members Marty Ives, and Neil
Tierney.
The FASAB was established by three principals: the Secretary
of the Treasury, the Director of the Office of Management and
Budget, and the Comptroller General of the United States. The

Board, comprised of nine members, was established to
assist the principals in coordinating their efforts to establish
improved accounting and financial reporting requirements
for federal government agencies. The mission of the Board,
through due process, is to develop and recommend
accounting standards to the three principals after consider
ing the financial and budgetary information needs of congressional
oversight groups, executive agencies, and other users of federal
financial information. The principals then decide whether to adopt
the recommended standards. If they do, the standards become effec
tive and are published by the General Accounting Office and the
Office of Management and Budget.

